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| peut obtenir le texte francais de ce rapport 
aupres du service des rélations publiques, Brinco 
Limited, 20 King Street West, Toronto, 
“Ontario MSH {C4 


Brinco Limited and Subsidiaries 


Report to the Shareholders 


R. B. Dale-Harris, 
Chairman of the Board 
(standing) 


H. R. Snyder, 
President and 


Chief Executive Officer 


The year 1981 was one of growth and 
consolidation for the company. The 
acquisition of Cassiar Resources Limited and 
the Loftis coal mine in late 1980 changed 
the nature of Brinco and established it as 
an active operating resource development 
company. Consistent with this new 
direction was the development of the San 
Antonio gold mine during 1981 which came 
into production in early 1982 and the 
negotiation of two joint ventures with 
Brinco as operator, one with Weldwood and 
one with Suncor in the valuation of 
development opportunities of steam coal 
projects in British Columbia and Nova Scotia 
respectively. 

As a result of these and other activities, 
our assets increased from $141 million at 
the end of 1979 to $233 million at the end 
of 1980 and to $299 million at the end of 
1981. Financing for this growth was largely 
provided for by a Preferred Shares Issue 
which netted $40 million in late 1980, and 
a term bank loan of $70 million arranged in 
1981. 


Following a good first half year, 
deteriorating economic conditions in Canada 
and elsewhere resulted in a diminished 
demand for mineral products, including 
asbestos, and this had a severe impact on 
the level of sales from the Cassiar mine and 
on our net earnings. In the Canadian oil and 
gas industry markets for natural gas 
remain depressed. Moreover, the Energy 
Pricing Agreements negotiated between 
the federal and provincial governments 
allocate a disproportionate share of cash 
flow to government, although this was 
moderated by the new Alberta Royalty Tax 
Credit which provides some cash relief to 
junior oil and gas companies such as Brinco 
Oil & Gas. Finally, the high cost of funds 
borrowed to finance the expansion of the 
company has added significantly to our 
operating costs. 


Revenues for 1981 were $92.0 million 
compared with $18.0 million in 1980. The 
1981 revenues include the first full year of 
revenues from the Cassiar asbestos mine. 
Net earnings for 1981 were $1.1 million 
compared with $0.9 million in 1980, in both 
cases after extraordinary items. However, 
after payment of Preferred share dividends 
the loss attributable to the common shares 
was 20¢ per common share compared with 
earnings of one cent per common share a 
year earlier. 
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Gold ore from the San Antonio mine. 


Brinco Mining Limited 
Current Activities 


Cassiar Asbestos 


In 1981, during which the mine and mill 
were shut down for thirty days, the Cassiar 
asbestos mine produced 97,827 tons of 
asbestos fibre compared with 107,239 tons 
produced for twelve months of operation in 
1980. International economic conditions 
resulted in slowdowns in the construction 
industry and this in turn had a detrimental 
impact on the demand for asbestos. 
Reflecting these conditions, sales in 1981 
were 88,409 tons compared with 105,431 
tons in 1980. 


Capital expenditures at the Cassiar mine 
were $23 million of which approximately 
$15 million was for the removal of 4.8 
million yards of waste rock. This was less 
than in 1980 when 7.2 million yards were 
removed. In addition, $6 million was spent 
on mill improvements and modifications. 


San Antonio Gold 


Following a decision in April 1981 by 
Brinco and its partner, New Forty-Four 
Mines Limited to place the San Antonio gold 
mine in Manitoba into production, 
construction under our management was 
virtually complete by early December 1981 
and operation of the mill on a continuing 
basis commenced on January 4, 1982. 
Costs of construction were just over $13 
million, well within budget. Production is 
projected at about 22,000 ounces of gold 
per year. The concentrator had achieved its 
target production rate of 350 tons per day 
in January. The mine should reach planned 
production levels by mid-year. Further 
review of the operating plan is in progress 
following the decline in gold prices. 
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Siar mine. 


Coal from the Loftis mine. 


Coal 


The Loftis coal mine was acquired in 
December 1980 and plans were 
implemented in 1981 to expand production 
from 160,000 tons per year to 350,000 
tons per year. The expansion project was 
completed within budget, but production 
was delayed because of a two and a half 
month shutdown resulting from a strike by 
the U.M.W.A. which affected the non-union 


mines in the area. Reflecting the interruption 


in production, coal sales from the mine 
were 225,643 tons. Markets remain firm 
for the high quality Loftis coal which is 
sold largely to local industrial users with 
some production directed to the export 
market. 


On Vancouver Island in British Columbia, 
we have joined Weldwood of Canada 
Limited as a fifty percent partner in 
Quinsam Coal Limited. The Quinsam coal 
deposits, located close to tidewater and 
transportation facilities, contain more than 
32 million tons of high volatile bituminous 
steam coal. 


We are currently undertaking 
environmental and mine development 
studies and are working closely with the 
communities in the Campbell River region 
on the development. Submission of the 
results of these studies will be made to the 
Government of British Columbia by 
mid-1982 and a decision by the government 
on this project is expected in the second 
half of 1982. 

In the Stellarton region of Nova Scotia, 
under a lease option arrangement with the 
Nova Scotia Government, Brinco together 
with Suncor Inc. Resources Group of 
Calgary is investigating certain sections of 
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the Acadia and Scott seams in the Pictou 
coalfields. Initial exploration results will be 
available in early 1982 when a decision will 
be made whether or not to proceed with 
the next phase of investigation. 


Mineral Exploration 


During 1981 Brinco operated or 
participated in fifteen exploration projects 
across Canada of which six were major 
programs. Total expenditures on these 
programs was $9.7 million of which our 
share was $1.9 million. Principal exploration 
projects were in Labrador, central 
Newfoundland and the Yukon. 


Early in 1981 we and our partner Edison 
Development Canada Inc., a wholly-owned 
subsidiary of Commonwealth Edison 
Company of Chicago, announced deferral of 
the development of the Kitts-Michelin 
uranium deposits in Labrador until 
conditions improve in uranium markets. By 
year end there was no significant change in 
these markets. The partners maintain an 
active interest in the project and a Selective 
exploration program continues. 


Natural gas flame. 


Brinco Oil & Gas Limited 


During 1981 Brinco Oil & Gas Limited 
participated in a total of 54 wells resulting 
in 10 oil wells and 28 gas wells. Major areas 
of drilling activity were in eastcentral 
Alberta and northeastern British Columbia. 


Crude oil production decreased from 391 
barrels per day in 1980 to 333 barrels per 
day in 1981. Reduced production in 1981 
resulted from a normal decline in producing 
properties, partially offset by production 
from new wells completed in 1981. Gas 
production declined from an average of 
2.667 MCF per day to 1,910 MCF per day 
resulting from normal production declines 
and poor market conditions. As of 
mid-1981 the net present value of proven 
and producing properties of Brinco Oil & 
Gas Limited had increased about 10% over 
1980. At the same time ultimate oil 
reserves were reduced following operating 
difficulties and a more conservative 
interpretation of a few major properties. 
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Shareholders’ Investment 


The following table summarizes 
shareholders’ assets and investments as at 
year end 1980 and 1981. 


1981 1980 
(in thousands) 
Cash $ 21,000 S ©6242 
Accounts receivable 
and inventories 43,574 35,401 
Income and mining 
taxes recoverable 
(payable) 596 (4,571) 
Property plant and 
equipment 
Asbestos 113,402 113,100 
Oil and gas 62,680 62,856 
Coal 7,064 S208 
Uranium 9,413 9,385 
Gold 8,366 il 2S 
Corporate 763 736 
Advances to joint 
venture Partner 6,043 — 
Long Term 
Investments Bei Hh 3,059 
Other Assets 4,658 3,090 
Total Assets 299,730 233,903 
Liabilities 146,876 78,056 
Shareholders’ 
Investment $152,854 $155,847 


Oil. 


Outlook 


Economic projections for 1982 indicate a 
continuing slow demand for mineral 
products including asbestos. Consequently, 
sales are likely to continue at the same 
depressed level as in 1981. To conserve cash 
in these difficult market conditions a one 
month shutdown of operations at the 
Cassiar asbestos mine in mid-year is 
planned together with a reduction in the 
waste removal program. Sales 
commitments will be met from inventory 
which is currently at an all time high. 


Revenues from our San Antonio gold 
mine should increase as the mine and mill 
meet their production targets in 1982. 
International gold prices will, of course, 
affect these revenues and the mine's 
profitability. 

We continue to regard energy coal 
development opportunities favourably. In 
1982, we expect increased earnings from 
our Loftis coal mine as markets are 
expected to remain firm for the high 
quality Loftis coal and as production targets 
are met. By the middle of the 1980's 
revenues from the Quinsam Coal project 
could add significantly to net earnings if a 
positive government decision on the 
project is forthcoming by the end of 1982. 


Our Loftis operation provides a window 
on the eastern United States coal industry 
which presently produces approximately 
four hundred million tons of steam coal per 
year. AS consumers demand a higher 
quality product, and as safety standards 
become more stringent, more of the 
production capacity in the eastern United 
States is likely to become available to those 
corporations which have technical and 
financial depth. We regard Loftis as being 
an ideal base from which to participate in 
this shift in the industry. The Quinsam and 
Stellarton projects, both adjacent to 
tidewater, could provide low cost access to 
international steam coal markets in both 
Europe and southeast Asia. 
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The depressed outlook in the oil and gas 
industry in Canada and elsewhere dictates 
that we proceed with extreme caution at 
the present time. Consequently our 
exploration expenditures will be Kept to a 
minimum in 1982. We shall, however, 
continue to review opportunities to expand 
our present asset base in a significant way 
through acquisitions. 

Throughout 1982, management will 
concentrate on maximizing cash flow from 
existing operations and will minimize 
exploration expenditures. We shall focus on 
activities which have significant potential 
for earnings and cash flow in the near term 
and which would complement our present 
operations. 

With an experienced and competent 
management team in place, we are 
preparing to take advantage of new 
opportunities which may arise as a result of 
the distressed conditions which now exist 
in the mineral industry. We expect that 
these conditions will improve over the next 
few years and we will be well placed to 
participate in new projects as they become 
available. 
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Brinco Mining Limited 
Cassiar Asbestos 


General 


_ The Cassiar mine is an open pit asbestos 
-mine which produces a high quality * 
chrysotile asbestos fibre mainly in the 
asbestos cement grades. It is located in 
_ northern British Columbia just ao of the 
_ Yukon border. 
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‘Production. oe f ay > 


In 1981 1,354,400 tons of ore were 
ee at a recoverable mine uae of 


1981 * 1980 ~ 
_. Year pole: December 31 : . 


tf OU, 432 ae 109, — 


4. 18% 7.65560 | 


107,239 


7.827 
7,212,549 


4981 : 190s. 
(Percent) ~ (Percent), 


Distribution of Sales 


21.0 


South Am 8.0 
Asia 24.0 
average fibre concentrations in the air to Continental Europe 29.0 
less than two fibres per cubic centimeter, in Australia 13.0 
compliance with the Government of British Middle East 4.0 


~~ Columbia regulations. 
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Brine ‘Mining Limited 


San Antonio Gold 


70 people 


19. 02. gold/ton 
oz. gold/ton 


_ Mining Rate 500 tons/year 
Production of Gold/ — ee 


_ Number of Operating 

Personnel «0 
at full — 
production) 
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\ eos 
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‘activities in the United wy 
ated by Sharondale - é thes 

a ‘wholly-owned subsidiary, | -® | eis 
\gton, Kentucky. Sharondale 


‘ ‘pansiofy program designed” 
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160,000 tons to-350,000 tons ~ — 4 es 
al ‘The ‘expansion’ ‘was accomplished _ ? 
: adding 2 ‘new mining section and by 
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ping g erations ©. <* a 
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become available. Sharondale investigated 
several opportunities during 1981 and this 
activity will continue during 1982. 


wing a two one half month 
1e i resumed operation at 
aie bei asia result 


Mibe, Information 


Coal Reserves A sopt oy 

Gross Acres 3,100 acres 

‘ices in’ 981 siete firm for fhe Gon Net Acres ‘4,500 acre’ 

ality Loftis co until the Ceara Coal Thickness 4S inches 

r Seam Thickhess 60 inches __ 
Mining Coal Recovery . 65% 
‘ Wash Plant Coal Récovery 80% 

Net Tons Clean Recoverable Coal 5.27 million 

! Producti “ 198 98 

S roduction j 981 1980 

a “first Romeceiee egies: for : 
_ the de ae the year are expected to Clean Coal Produced (tons) 225.643 160,000 
i | production at capacity, Coal Quality — BTU per 

its for 1982 are expected to pound 13,000+ = 13,000 + 

icant improvement over 1981. __% Sulpher 0.9-1.0 0.9-1.0 

ae : - % Ash é 6.0-8.0 6.8-8.0 

a eet General 1981 1980 

OE fie Loftis, although small, is well located in Number of Operating i 

__-* the heart of the eastern U.S. coal industry Personnel 140 " 86 
et enabling the company to review other Railroad Norfolk & Western 


pe opportunities for acquisitions as they 
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% rtner and manager in» 
e company Quinsar Coal 

company has been established — 
ni oal serves located. 27, » 


ermal c coa ae been delineated 
tt oa ee 


site and then transported by 
ie Icks to a barging site at Middle 


o beth the Pacific Rim countries. Project costs 
il are estimated at approximately $100 
Million ore dollars). 
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The Program 
Delineation of the coal reserves was 
commenced in 1975 and followed by the , 
submission of a prospectus and ie 
environmental assessments to government 


ra agencies. Work under Brinco's management . 


* has coficentrated on the completion of , 
‘additional environmental and engineering 
studies to satisfy government requirements 
that the operation of a coal mine in this 
‘sensitive environment will not adversely 

~ affect the quality of water in the Quinsam 

_ river. The reports, on these studies will be 

~ submitted to the government by mid-1982. 


A decision by the government on the 
project is expected by the end of 1982. If 
approval is given, construction could begin 
in 1983 with the first coal shipped in early 
21965.* é 

‘As part of its current activities, an 
intensive information program has been 
developed by the company to ensure that 
the people in the region are fully informed 
about the plans for and progress of the 
project. 
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Brinco Oil & Gas Limited 


Operations 


- During 1981 Brinco Oil & Gas Limited 
participated in a total of 54 wells resulting 
-in 10 oil wells and 28 gas wells. Major areas 
of drilling activity were eastcentral Alberta 
and northeastern British Columbia. Drilling 

- expenditures in 1981 totalled $6.4 million 
including $4.1 million from the Brinco '81 
me Energy Program. 
Oil production averaged 333 barrels per 
“day. The major production areas being the 
"Joffre. Lobstick and Chigwell areas in 
_ Alberta and the McAden property in Texas. 
Consistent with last year, approximately 
10% of oil production was from United 
States properties. Reduced production from 
1980 resulted from normal declines in 
ta. producing properties which was only 
partially offset by production from new 
wells completed in 1981. 
Natural gas production averaged 1.910 
_. MCF per day. Major gas producing areas 
_ included northeastern British Columbia and 
several areas in central Alberta. Weak 
-... demand continued to be a major factor in 
poor sales levels. 
_ Brinco’s oil and gas reserves have been 
_. estimated by an independent consulting 
_ engineering firm as of mid-1981. The 
estimated net present value, of both proved 
- and probable reserves have increased 
_ slightly from the December 1980 estimates. 
_ However, poor operating results and a more 
_. conservative interpretation in a few major 
properties have reduced reserves of oil 
- .) while gas reserves remain approximately 
J ‘the s same. 


‘Drilling Results 


1981 1980 

_ Success Rate 70% 65% 
- Total Wells Drilled: 54 57 
Crude Oil 10 19 
Natural Gas |! 28 18 

Production 

(average daily) 1981 1980 
Crude oil (barrels) 333 391 
Natural Gas (MCF) 1,910 2,667 
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Company Share of Reserves 


(after deducting royalties) July 1, December 31, 
1981 1980 

Crude Oil (barrels) 2,877,000 4,409,000 

Natural Gas (BCF) 32:7 53.5 


Exploration and Development 


Brinco was the operator in a significant 
oil success in Mitsue, Alberta (12.5% Brinco 
interest) and a gas success in Cabin, British - 
Columbia (48.6% Brinco interest). The 
Mitsue oil well was tested at 1,500 barrels 
per day but production is restricted by 
government regulation to approximately 35 
barrels per day. It is anticipated that these 
restrictions will be relaxed in the second 
half of 1982. The Cabin gas well tested at 
approximately 3,000 MCF per day and 
could be on stream as early as the winter 
of 1982/83. A partner operated well at 
Pembina (Lobstick) in central Alberta 
(18.75% Brinco interest) tested 2,300 MCF 
per day. The well is shut in waiting for a 
market for the gas. 


In addition, the company participated in 
the further development of prospects in 
Kansas, Nebraska and Texas. Five wells 
were drilled, four of which were cased for 
oil production. 


The Brinco ‘81 Energy Program was 
established in 1981 to finance high risk 
exploratory drilling on prospects with high 
reserve potential. Brinco is the General 
Partner of the Limited Partnership. Sale of 
units in the Program raised $8.2 million to 
be spent on drilling ten exploratory 
prospects, all located in the northeastern 
British Columbia/northwestern Alberta 
areas. Six wells were drilled and one 
partially drilled in 1981. The program has 
resulted in one successful gas well at Cabin 
mentioned above (30% Energy Program 
interest), two potential gas wells at Border 
and Tenaka (24% and 26.7% respectively 
Energy Program interest) and three dry 
holes. Drilling of the remaining wells in the 
program will be completed by April 1982. 

Brinco reviewed a number of exploration 
proposals located on Federal lands primarily 
in the Beaufort and East Coast regions 


during 1981. The company is planning to 
participate in an application for an 
exploration licence in a disposition of lands 
in the Atlantic offshore region during 1982. 
The company has also participated in an 


800 km seismic program on the Sabine Hrubetz Oil ‘Company 
Peninsula in the Arctic Islands whichis — 
expected to lead to a future ee As reported i in the 1980 Sanual oboe. 
drilling program. -. Brinco is a joint venture partner with | 
Internationally, oes and three . Hrubetz Oil Company of Dallas, Texas for oil 
_ Canadian partners have negotiated an. =——sand gas exploration and in the southern 
agreement with Ente Mineralia Siciliano — © United States. The joint development 


covering four — 9 year exploration permits venture has assembled a strong acreage 
totalling 680,000 acres within the onshore _ base of approximately 530,000 net acres and ~ 
Central Sicilian Basin in Sicily. This basin i twenty-eight wells were drilled or drilling at 

well located to markets forany = =~=~—~—_ year end, Brinco is expected to contribute _ 
hydrocarbons which may be discovered, approximately $9 million (U.S.) over the — 
Successful acquisition of the permits would three year life of the agreement to earn a 
lead to exploration commencing as ae as _ net interest of about seven percent in ba 
the fall of 1982. ey ae es venture prospects. 


: Ownership in 


Productive Wells =§=—sGross_——sNet'~__—Status —=—S—_—_'1981 Production _ 
(at December 31. 1981) _ Wells Wells Producing = Capped 3 FS 
‘Cridp OWelis’ 
Alberta : "08 $106 246 76 | an, sere ee 
British Columbia Oe cs SOG sa Fa ne 448 - 2,819 
- Saskatchewan Ee Bi O20 ore SO SBI |e Oet 
United States) i i ae ee 1819 MaaT 
Sub-Total Oil oa 132. 303831 = sO 
Natural Gas Wells Sealy eee Ros ae 1033 : _ MMCF : 
Alberta | : 213. 28467 8. SB SR at age, 
British Columbia on CAS oA 19: (26 TOs ee 
United States Ko ee OO. SE ager A Oe T4100 : ee 
Sub-Total Gas. > 267, Ba47e 86 19,645 oT 
Total Wells | 399. 62.560 187) > Bie 
Land Holdings Pane Ce igor Developed __ “ Undevelnpel 
(at July 31,1981) j Gross . Net Gross WINE. ctxt “ress : Net e 
(thousands of acres) | Que ae 
Alberta 616,399 95,717. 155,362 22,685 461 037 7B 73.032 
British Columbia hota BE baat oo SAAS oe ae Bad 5,307 294, 424 ae 236 
Saskatchewan -. 1,040 400 480 320 — 560 80 
Eastcoast offshore — 158.409 AOU ec Senay ee eee oe 5.641 vi 
Northwest Territories 1,224,651 12,456 Weng ere tcc Ar ee OL 43 A56 oe 
Total Canada 2,936,744 168,577 202,669 28,312 2,734,075 Bie ae 
United States 13,007 1,288 oof & GI 455 6.236) BSS 


Total 2.949.751 169,865 209,440 - 28,767 2,740.31 1 141 098 ; 


: apital expenditures for modifications. 
overments within the mill oe 
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reset. Cassiar won ue 
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1981 and the companys %% Cs de be 
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Jade from the Cassiar mine: 


Brinco Limited and Subsidiaries 


Consolidated Statement 
of Earnings 


for the year ended December 31, 1981 
(with comparative figures for 1980) 


1981 1980 
Notes (in thousands) 
Revenue 
Asbestos $76,300 $ 8,753 
Coal 9,188 aay: 23 
Oil and gas 2.854 3,408 
Investments and other 3.703 5,886 
Total revenue 92,045 18,070 
Expenses 
Production 36,776 5,408 
Transportation and warehousing 8180 820 
Depletion and depreciation : CA 2eT 4,552 
Mineral exploration £931 2385 
General and administration 11,914 5,281 
Interest 8,419 556 
Mine closure 447 = 
Total expenses 91,894 17,002 
151 1,068 
Income and mining taxes 6 SEIS) 2,446 
Earnings (loss) before minority interest and 
extraordinary item (188) (1,378) 
Minority interest in loss of subsidiary 179 126 
(9) (1,252) 
Extraordinary item 6 1,100 2051 
Net earnings for the year $ 1,091 $ 899 
Earnings (loss) per common share after deducting 
dividends on preferred shares 
Before extraordinary item Si OA0) $ (0.13) 
After extraordinary item S, (0.20) $ 0.01 


See accompanying notes 
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Brinco Limited and Subsidiaries 


Consolidated Statement 
of Retained Earnings 


for the year ended Decernber 31, 1981 
(with comparative figures for 1980) 


1981 4980 


(in thousands) 
Retained earnings at beginning of year Ce 946,576 $46,575 
Net earnings for the year 1,091). 899 
47,667 47,474 
Amalgamation expenses a 88 
Dividends on preferred shares 4,495 810 
Retained earnings at end of year $43,172 $46,576 


See accompanying notes 


Brinco Limited and Subsidiaries 


Auditors’ Report to the Shareholders 


We have examined the consolidated statement of financial position of Brinco Limited as 
at December 31, 1981 and the consolidated statements of earnings, retained earnings 
and changes in financial position for the year then ended. Our examination was made in 
accordance with generally accepted auditing standards, and accordingly included such 
tests and other procedures as we considered necessary in the circumstances. 

In our opinion, these consolidated financial statements present fairly the financial 
position of the company as at December 31, 1981 and the results of its operations and 
the changes in its financial position for the year then ended in accordance with 
generally accepted accounting principles applied on a basis consistent with that of the 
preceding year. 

Hat \auinck athe 
’ if d 
Toronto, Canada 


February 24, 1982 Chartered Accountants 


24 


Brinco Limited and Subsidiaries 


Consolidated Statement 
of Changes in Financial Position 


for the year ended December 31, 1981 
(with comparative figures for 1980) 


1981 1980 


(in thousands) 


Working capital provided 


Loss before minority interest and extraordinary item 9188 Seale wpe: 
Items not affecting working capital: 

Depletion and depreciation ce 2A,227 4,552 

Deferred income and mining taxes (1.378) ZA0 

Gain on sale of property and equipment (332) = 

Amortization of deferred credit si (118) — 

Working capital provided by operations — 22,211 3,390 

Proceeds from long-term debt 70,143 — 

Proceeds from disposal of property and equipment 2,001 = 

_ Issue of common shares Ai 158 

Issue of preferred shares, series C ~ A0,000 

_ Extraordinary tax reduction ey oe 2,151 

_ Total working capital provided 95,366 45,699 


Working capital applied 
Acquisition of subsidiaries, net of working capital 


acquired 2 —- 64,563 
Property, plant and equipment 37,582 16,091 
Long-term investments 19,112 3,059 
Advances to joint venture partner : 6.043 —~ 
Dividends on preferred shares 4,495 810 
Redemption of preferred shares | = aay 
Purchase of debenture 3,629 ~ 
_ Other . : 2,041 (282) 
Total working capital applied 72,902 91,988 
Increase (decrease) in working capital 22,464 (46,289) 
Working capital at beginning of year 8,139 54,428 
Working capital at end of year $30,603 $ 8,139 


See accompanying notes 
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Brinco Limited and Subsidiaries - 
Se Dees 


Notes to the 


Consolidated Financial Statements 


December 31, 1981 


1. Summary of Significant 
Accounting Policies a 


The financial statements have been 
prepared on the historic cost basis in 
accordance with accounting principles 
generally accepted in Canada and 
conform in all material respects with 
International Accounting Standards 


Standards Committee. The accounting ~ 

policies of significance to the Company — 

are as follows: 

Principles of Consolidation 
The consolidated financial statements 


include the accounts of the Company and 
its subsidiary companies. The operations 


of the subsidiaries are included in the 

accounts from the date of cee ae: 
Substantially all of the oil and” gas 

exploration and production and a 


significant amount of the mining explo- _ 


ration and development is conducted 
under joint venture agreements. The 
Company's proportionate interest in the 


assets and liabilities and revenues and 
ee are capitalized in the property accounts. 


Depreciation of oil and gas plant and — 
equipment is charged to earnings using — 
De unit-of-production method based on 
estimated reserves. Mine plant and- oe 
_ equipment is charged to. earnings over its 
physical or economic life using the unit-of- 
~ production. and the Be ‘ine neo 
Of depreciation, = 


— Long-term ee 


expenses of such ventures is included in 
the accounts. 

The active subsidiaries and the 
Company's ownership therein, are as 
follows: 


eee : 


Brinco Mining Limited 100% “ 
Brinco Oil & Gas Limited - 100% : 
Brinco Petroleum Inc. ee 
(incorporated in 1981) a 00% 
Sharondale Corporation : 100% 


Abitibi Asbestos Mining Company Limited 


In 1981, Brinco Mining Limited was - 
amalgamated with its wholly owned _ 
subsidiary Cassiar Resources. Limited. 
Inventories and Mine Supplies - 

Asbestos fibre and ore stockpiled are 
valued at the lower of cost, determined ¢ on 


a first-in, first-out basis and net realizable - x 
value. Mine supplies are valued at the 


lower of cost, principally Ae Cc ost, a0. . 
replacement cost. — 
Mineral Exploration : 
Exploration expenditures and costs _ a 
related to the investigation of possible — 


investments in mineral resource ee 
are charged to earnings as incurred, net of. and loss e 
recoveries from JOEY venture Partners, i inclu 


he 
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| Property, Plant and Eipnane. 
_ Mineral Resource Properties - 
a expenditures, including certain interest 
costs, on mineral resource properties, net 


are capitalized providing the properties are 
_ considered to be of value to the Company. 
When the property achieves commercial 


adopted by the International sor : production volte, ots ate charged o 


_ the event of abandonment or disposal of 
. such properties, the ee ue or loss 
is charged to earnings. 


: method whereby all costs relating to the - 
_ exploration for and development of oil and 


such properties are charged to earnings 
__using the unit-of-production method based _ 
on estimated proved reserves. | ce 


: Plant and Equipment 


cost and the related income is recorded 
"when received. In the eventofa  =—> 
permanent. decline in value, th ce 

investment is written down to estimated oe 


60% a ated 
eee ae ae the I Wes is cha ed to. : 


Development and preproduction 


of recoveries from joint venture partners 


: 
eo 
Be 

y 
3 
a 

Ee 

; 

4 

i 


_ earnings using the unit-of-production : 
method based on estimated reserves. In 


Oil and Gas Properties  —>- 3 
_ Expenditures on oil and | gas properties Paes 
are accounted for using the full cost - 


gas reserves are capitalized. The costs of ~ 


_ Expenditures for pene and cee 


Long-term investments are re recorded at 


- 4981 Be 
Accumulated i 
_ depletion and 


depreciation © Net Net 
ee ce ae HA RUS epee Py ag a Spee ror ecb Be oS Ge dds OA Sk ee Be 
RN eas in thousands) 


355, 70h $ 57,389 $ 59,838 
TER 6.502 3,293 
8845 ~—«6 2,680 62,856 
BGO id Ar — 466 


ecoie ley 58 126,453 


37,210 36,156 


ey acy 17,106 


Re a age a 
ee ar 8866 1,232 
fae OATS 9,385 
AG OF So 210 


BI a2B a | 2noee 


$201,688 $190,602 


| market UA the (ences Haye sce 
re. production decision however, an 


: poT The car bears interest at ee over a: 
me ee Various 1oney | market rates quoted from 
1081 en time to time for Bankers acceptances, _ 
prime Canadian or U.S. dollar loans and © 


4. Long-term Investments 


eeepc Te 


ee thousands) ‘i ee Seg aT WG) ; 
Portfolio Investment $15,529 $3, 059 LILB.O.R, loans. The indebtedness is secured 
Investment in U.S, oil ee Ti n oating charge on the 
and gas venture 3.642 assets of the Cassiar Resources Division of 
Brinco 1981 Energy TOO _ Brinco Mining Limited, - : 
Program pO Ge es 
——— eee Interest on long-term debe See in 
1981 amounted to $7,277,000. Interest — . 


(ee2171 33.060. 


costs of $306,000 were capitalized as 
: _ development < and es ee : 


Portfolio Investment _ expenditures i in 1981. 


The portfolio investment has a quoted < : ee 
market value of $10,786,000 (1980- : 6. Income and Mining Taxes oe 
$2,995,000). The Company does not Seige ae . 
that the quoted market value of the long- - 
term investment represents a | 
decline in value. - : Se 
Investment in U.S. Oil and Gas Venture 

In 1981 the Company acquired an is 
interest inaUS venturewninhis Al 
conducting a five year program forme 
accumulation and development of oil aes 
gas reserves. Under the terms of the — 
venture, the Company is committed to. : 
make contributions of U.S. $3,000,000 for 
the years 1981 to 1983, inclusive. The 
Company has the option to continue its 
participation in the program for 1984 and 
1985. The possible commitments arising — 
out of the exercise of this option cannot be a 
determined until the date of exercise. 
Brinco 1981 Energy Program — . 

The Company is the general partner of 
the Brinco 1981 Energy Program, an oil a 
gas exploration and development limited 
partnership which during 1981 sold 5, 219° 
units to third parties at $1, O00 per unit. 
Commencing in 1984, any limited partner 
may require the Company to. orer io. 
purchase all or any of their units ata 
purchase price related to the fair market Be 
value of each unit at the time of purchase. 
The maximum number of units that Te 
Cormpany is obligated to purchase in any 
one year is 1,000. 


5. Long-term Debt _ ole 


A bank term loan in thee amount te 
$70,000,000 has been received from a 
Canadian Chartered Bank. The loan is 7 . . 
repayable in equal consecutive semi-annual 
payments commencing September 15, 
1983 and ending March 15, 1991 (subject - - deduc 
to the productive life of the Cassiar open _incorr 


be 


2 as Shareholders Investment 
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Capital Stock 


Ly Authorized - 10,000,000 preferred ee with a par r value of $5.50 each, issuable in series 
35. one, 000 common shares without nominal or par value 


Ione 


ee an ee 1981 1980 


lssued TE eas (in thousands) 
2,092, 109, 7% cumulative bonvertible redeemable : 
retractable preferred shares, series A ul 980-2, 093 290) on . S. 11,506 Senos 
ree 272,728, 8% cumulative convertible preferred ake : 
_ shares, series C (1980-7,272,728) — oes a 40,000 40,000 
OL OTE 833 common. shares (1! 980-1 a 008 823) : : 58,176 57,758 
: 7,762. 632. class A common shares : 980-7, 762, 632) 54,882 54,882 
A Total capital stock — ; 164,564 164,153 


. Re ied rina : 43,172 46.576 


207,736 210,729 

: Cost an common shares purchased pursuant to the 
; 1974 tender offer to ee net é é (54,882) (54,882) 
$152,854 $155,847 


after November 6, 1983 be more than 
130% of the conversion price ($10.00) the 
preferred shares, series C will be converted 
1984, into 0. 55 of 2 a common __ at the end of the ninety days. 
option of the Compa es ve Each issued and outstanding preferred 
ferr ed shares, series A are r edeemabl a - share, series A and series C is entitled to a 
n _ fraction of a vote equal to the conversion 
. Mibacis. of such shares into common shares. 
Common Shares _ 
In 1978, 9,973,067 common shares 
~ purchased for $7.07 each, pursuant to the 
‘1974 tender offer to sharehoiders, were 
: deemed by legislation to be a special class 
_ of common shares designated as class A. 
‘When. these shares are reissued, they 
cas revert to their former status as common 
_ shares. To date 2 2,210, aes such shares have - 
been: reissued. 


- ‘Stock Options 


peg patna pian nro es) Smee aries on eae py exee 


ete “Under the Company’ s stock option plan, 
ag “700, 000 common shares have been set 
aside for issuance. At December 31, 1981, 
options were outstanding on 424,500. 
shares (including 197,000 to officers) at 
prices ranging from $6.25 to $9.67 per 

_ share exercisable at various dates to 1986. 
During the year, options were exercised on. 
68,400 s oo fora a cash consideration of 


“Substantially all asbestos 
revenue is derived from 
Sales to customers 
outside of Canada. Sales 
to two major customers, 
under contracts which 
generally are not more 
than one year in duration, 
account for approximately 
one-half of the revenue in 
1981 and approximately 
one-third in 1980. 


eeeeieiaies 


Brinco Mining Limited, as well as others, 
continues to be named as a defendant in a 
large number of product liability suits in the 


United States in which substantial damages 


are claimed for alleged injuries to the health 
of asbestos workers and others by means — 
of their exposure to asbestos fibres or dust. 
The subsidiary company is currently 


involved in approximately 775 such suits. 


Since 1974, the company has been involved 
in approximately 2,000 claims and has 
agreed to settle or been dismissed from 
approximately 1,225 claims. From 1974 to 


date, legal and settlement costshave  —s_—w 
totalled $5,700,000. The costs to date may — 


not be indicative of future costs since the — 


company’s potential liability in each case 


depends upon a great many factors apart 
from legal defenses, including the _ 


seriousness of the claimant's illness and __ : 
whether the illness is related to exposure to 


asbestos supplied by the company. 


litigation in the Ontario courts to recover 
certain of these costs. 


- 10. . Commitments _ 


Exploration and Development 


agreed to spend over the ensuing five years — 
- $25,000,000 for exploration and = 


_ The company held policies of insurance 
providing coverage for product liabilityin = 
the years 1953 to 1975. The company 7 
takes the position that a substantial portion 


_ of the settlement and litigation costs, as 


well as any judgments that might be — 
rendered against it, shoud be reimbursed 
by its insurance carriers. While these — 
insurers have thus far denied coverage in - 
most instances, the company has instituted 


pars g bot ewan ehpe ince Rie retinas recom 


As a condition of the ee of Brinco 
Oil & Gas Limited in 1979, the Company — 


development of oil and natural gas properties. 
principally in Canada (to date the Company 
has spent approximately $19,000,000). - 


2 o ll. ‘Asbestos’ = Coal. oe 
Segmented Information oi 0 1980 
Revenue | : oe : a a ie 
Operations . ee ee 
_ Canada : ae FO.300 3-8, 153 ea 

United States ee ‘ eee ou 9.188 : a3 
Total Revenue | | $6300 5s 67s. ise ee 
Earnings | : : oF oe . : oe > o. 

Canada ; : S$. 3.439 %S 287 : : Soo oS — 

United States Pet ie ain cu eee - aoe oe (4) 3 
Total Earnings 2 Soe 287 Sears: (745) ree Uae 
Depletion and Depreciation - $ 20,637 $ 1,802 $ 763 a - : : 
Capital Employed = ss 2 $123.80 $138.768 2. 37008 3 AGd 
Identifiable Assets 

Canada ee 

Operating $138)775 2 5132010 Doe ee tipo 
Non-operating 


United States 
Operating 


Total Identifiable Assets 


and Long-term Investments 


Expenditures on Property, Plant and Equipment : ae 


eo tre 


$157,582 $149,077 


'§ 23,103 Sey225 


at 


U.S. Coal Property 
An annual royalty of U.S. $750,000 is 


payable in each of the years to 1986. After 
January 1, 1987, a royalty of U.S. $1.25 per . 


ton of coal mined and sold will be payable. 


11 Retirement Elans 
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The Company maintains contributc ry 
retirement plans which cover certain. 
salaried and hourly paid employees. 

The unfunded past service cost with 
respect to all the plans was approximately 
$716,000 as at December 31, 1981 and is 
being funded and charged to earnings by 
annual payments of $108,000. A funded 
portion, relating to past service benefits - 


and an actuarial revaluation, amounting to 
$900,000 is being charged to earnings at _ 


the rate of $140,000 per annum. 


{ : 
Gold 
1981 {980 


Uranium 
Luo lo Nae 


(in thousands) 


$14,544 


1se0 


Naat gen 


12. Remuneration of Directors 
_ and Senior Officers 


The aggregate direct remuneration paid 
or payable for the period by the Company 
and its subsidiaries to its directors and 


senior officers amounted to $1,039,000 
(1980-$753,000). 


13. Reclassification 


For 1981 certain figures reported in 
1980 have been reclassified to conform to 


Current presentation. 


44. Segmented Information 


The segmented financial information has 
been determined by the Company based on 
industry segment and geographic area. 
Segmented information on revenues, 


earnings (before income and mining taxes, 


minority interest and extraordinary item) 
and assets is Summarized in the chart below. 


ee Corporate | Consolidated 
ee nth 


3,703 $82,385 $ 17,479 
S oe 9,660 591 


Bp 2 


$204,890 


$29,970 $ 3,713 $233,590 $199,621 
ee ae 43,557. 29,509 
CS o7s 22.583 4.773 


$39,216 $299,730 :.$233,903 


$12.570 $ 3,104 § 56.604 $ 83.713 


Corporate Directory 


Company Offices and Locations 


Registered Office 

BRINCO LIMITED 

Royal Trust Building 
Suite 1101 

Water Street 

St. John’s, Newfoundland 
AiC 5J9 


Executive Offices 


BRINCO LIMITED 
10th Floor 

20 King Street West 
Toronto, Ontario 
M5H 1C4 


BRINCO OIL & GAS LIMITED 
1801, 300 — 5th Avenue S.W. 
Calgary, Alberta 

T2P 34 


BRINCO MINING LIMITED 

2000, 1055 West Hastings Street 
Vancouver, British Columbia 

V6E 3V3 


Exploration Offices 


Suite 704, 602 West Hastings Street 
Vancouver, British Columbia 
V6B 1P2 


North West River 
Labrador 
AOP 1MO 


P.O. Box 249 
Springdale, Newfoundland 
AOJ 1TO 


P.O. Box 2580 
Stellarton, Nova Scotia 
BOK 1SO 


QUINSAM COAL LIMITED 

973 Alder Street 

Campbell River, British Columbia 
VOW 2R1 


CASSIAR RESOURCES 
Cassiar, British Columbia 
VOC 1E0O 


SHARONDALE CORPORATION 
Loftis Coal Division 

Box 310 

Belfrey, Kentucky 41514 
U.S.A. 


SAN ANTONIO JOINT VENTURE LTD. 
P.O. Box 1000 

Bissett, Manitoba 

ROE OTO 
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Registrars and Transfer Agents 


Common Shares 
The Royal Trust Company 
St. John’s, Newfoundland 


Montreal, Quebec 
Toronto, Ontario 


Preferred Shares 

Guaranty Trust Company of Canada 
St. John’s, Newfoundland 
Montreal, Quebec 

Toronto, Ontario 

Calgary, Alberta 


Shares Listed 
Montreal Stock Exchange 


Toronto Stock Exchange 
Alberta Stock Exchange 


